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the elecUonicbondbe~n established localnetWOl'ks and
tbe neweompetilOrs.

ElectrOniC bonding involves creating incem.ces for
competitors to interconn.et with incumb~ntS' operations
support S}"$teIn$ (OSS$)-&nassive compute! systems for

Nnaions like ordering, billing, and. mainte
nance. At its best, electronic bonding ~Ues on

the most automa~systems possible, elimi
eating tuunan intervention in favor ofsuch
approaches as online access to repair stat\:S
repons or e1«trQnic document inttrthan~
CEDI) for processing orders. After the last

p..-.el soundsand the rules for competition fi
nally are established, the electrOnic bond be

tween incuxnbent and competitor will go a long
way to detennine-evetr minute of ~er"l day-how well
competition Will flourish.

2lettronic bonding is critical for one simple reason; A
competitor's qualityofservice depends 0\'1 the quality ofthe
interfaces it bas to the incwnbent telco's 05$$. Under the
competitive framework nowbeing established. in the United
States, competitots typially will ~e.U an incwnbent's net
work elements and services. That means each cotnpeQtot'
mustSO through the incumbent to fill a customer's orderor
to process a repairjob. Poor interfaces mean slow business
p~, whicll tranSlates to Ol,StOmers waiting lOX18tr for
service £tom the new p~.s than from their trustee old
telephone eotnpany. Aweak OSS link also can introduce
chronie enors in applications like billing-not exactly the
kindofcustOmusemc:c a new operatorwants to deliver. "It
would be disastrous to go into a: market Without a quality
process to deal with c:ust01UetS," says Mike Pfau. division
maJ1a3er in the local set"Ii~$ division with AT&:T. "Your
brand will suffer for yean afterward."

. OSS interhces have become a flashpoint for the aai
mony that isbuilc:ljngbetwunincumbencsand competitors.
It dotm't set any more ton~ntious chan this: a tcl.ephone
company S1Ung a 10ng-disWl<:e operator for defua.ation. In
De«mber, anAT&T executive publicly said at an investors'

conference that implematting and teStin; Ame:i~' •
Corp.'s intcfaces had p1'OYedl:Omp~ 1'he BeU C01I1pa-
ny slapped a lawsuit on AT&T. saying the AT&T ~tiVe's
comments falsely implied "that Amerltech's elearonie in
terfaces wue soin~vt thatAT&Ts orders cowel notbe
processed or l:Ompleted.OJ}n the suit. AmeritechdaUnsmt
"AT&Ts suggestion that its orders could not be compltted.
be<:auseofAmeritecherrors is...unuue-tndAT&Tkn~it
was untrue." To defend itself further. Ameriteeh lastmonth
?ubUcly demonstrated its .rational interfaces with a
video feed to Washington. D.C.

WhywouldAmeritec:hgo to such lengths? It couldbe at
least in part becausewtmonth the BtU company asked the
Federal CommuniatioasCoQUDisston fotpenDis$ion to ea
ter the lOQi-distance market.The FCCwillsrantpermission
for Amerittcll or anyother Bell company to tnZ' the long
distance ma:kct only when that company bas met the re
quitedconditions-indudingestabli$hingOSSil1terfa.ces
for local competition. A~ak1mkforQ)mpeticgrs, asit tIIrnS
Ollt, c:oWQ .0 prove a weak link in a kll's future business
plan. Undaunted by the defamation suit, AT&T raised loud
objections to Amerited1's FCC request, say1ng there is no
real local competition in d\e Mkhigan mad<et that Amcri
tech has tatgeted fot loni-distanee servke.
D~ overOSS interfacesanm'tW2ique toAtnerit:2Ch

and AT&T. In recent montbs. MQ CommuzUcacioO$ Corp.
also~ the quaUtY of the interfa«s ptOYided by
PacificBellandNynexCorp. Neitbefsideofthisissueiswith·
Out guile, thc>ugh-come obHrm'$ point to these claims as
an attempt to stall the enuy of the Bell companies into th1=
long-distance marl=. Nynex claims that MCI ccmpted to
use its intvface 0.onc:e-and without trainizIg-befor
6ling its challeqe.

The Dirty Dozen
BLOCltlNG "NO 't'ACIl:LrNCJ UFOltTS like chcsc are al

most to be~when monopoly lDIoI'loIts ate open to
compctidon (see "The Killer Os"). But me clisputcsau-

THE KILLER Ds

C
orapetition-or the lack of

. it-got you down? Providers
IookinCto crack the U.s.lo
cal mar1<er ~uld learn afew
lessons by looking east

speciftcallv. to the United Kingdom,
'Nhtre local competition has been less
than an o'lemigtlt success. When U.K.
markets were opened to local competi
tion back in 1986, the incumbent mo
nopoly-aT-didn't exactly greer its I1cw

rivals with open anns. Maev Sullivan. an
loalyst at TelCom Ccmscdtanh l~.

(t.o"don). says Bi$ tM!atment of its
fltst competitor. Mercury

St tete.com Feullu"uy 1<)')7

.\ f,i::'....".
Communications L11I. (London). could be,~;" ;0" .

characteri%ed by whahhe calls the fift· ~:.~~:tv: .'
Os: denial. delay, discrimination. deJli. -~~
gration, and dumping. Under the five Ds. ...,:.;..~
an incumbent first denies thatcomp~ ~.~~..~.
tion is really coming. Then when compe-" •..•. : ' .
titian hif$, the incumbent gee' into delay . - .~.

mode-a phase can take about two
years to run its course. Sullivan not!$.
After that. new competitors have to deal
'Nith discrimination-in which the in·
cumb~nt treat, them 3$ second-el."
citizens. Once competitive services~
up and running. tho incumbent will start
o1emv:ating those offerings. as 8Tdid

. ~.~. -,
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• ~te.signific:antproblemforcolJll)etitors-thediversityof

,ncomp;lu"hle intufatesofl'~ by incwDbenC$ throughout
the country (see -Bond Futures: pap 60). The FCC's regu
lations forin~onspecify only chat the incumbent
must give competitors the Ame tYPe ofaa:ess to OSSs that
the incum"bcntuses itseH'. That miSht protect new competi
tors from anncompetitivea1:Nses, but itleavesthemwith the
problem that no twO inauDbenC$ ate aeating their inter
faees alike.

For competitors like !J&:T, which Wants to offer local
service in aD so stat'eS, that means c:rtatms gateways or re
configuring interfac:a to itS own OSSs for ordering, provi
sioning, maimenan~ and billing foruch Ngional Bell tcr'
ritoly or cac:h independent telephone company's market.
"AmeritechlwninedifteratiDterfac:estbatbave tobebuilt
for~ buie information," Pfw says. Ameriteeh
Say$ dIU the aiDe syscems require different intedaees. but
EDl<:abeUHd fottba'eeoftbem.Pfaun<*SthatAT&.T abo
dcalsW1thDineother~,mostofwhid\bave<:reateddif.
£erent imIrfac:es for ctiffereDtflmcti=s.

Incumbents respondby poiDIiDs to ~1ackofSW1C1ards
and guidance in tbi$ Il'en&. A1thouIh SCYua1 wmmittees
withinthe~£or~eaticmsIncblsuy Solu
tiODS axe Dt1W addzessinl these issues,. the standards aren't

aU temp1ete.ADiDdastry~ doesex:istfor trOUble ad
miDisu'ad.oDl~wmTl.227/U8}and theOldering
aDd BiDiDg Porwl:l (08f') his P'lbJisbed EDl-bued gqide
liAes for local service teqUeStS. But OW is sdll working on

c preotderiDJ. aDd £Or some fuDctions. sud1 as the exchange
~ ofbi11ins iDfomwioD,DO~aze in pl.aee.
Ie 'theft sho1'tCC)miags. combined with U\. PeC order last
~ ~ requiring incwnbents to sm CO~tors access to
~ individual OSS functions likeorderinJ or billinlbyJanuary
i 1991, left tittle time for a uNfted approach. In fact, Sprint
~ Corp. &nd the1.ocal f.xchanIe carrier Coalition-an ad hoc
; Ir'O'lP ofabout300 locala:hlmp carri~requestedthat
3 the PCC extend the OSS unbw\dIinJ deadline to January
:; 1998. In December, the FCC stated 'Chat it would not post.
; pone the date. but the agency darified its position, saying,
: "By January 1, 1997, an i.ncwnbent local exchange eWer
~ must, at a minimum. C$1:iblish and make known to ~quest.
~ inS <:arriers the interface design specifications that the in.
• cumbentLECwiUuse to Providea~ to OSS functions.MIn

the c1arifi<:adon, the FCCadded that it-.did) not apticipate
inibaM; enfol'Ce'lMn\ actiOn aslliftst ineUmbeft(UC.' that
are JI'Iakiq good-faith cffons to providesuch access within
areasonable period oftime: But UJe inc:umbacs'WVthatd
pressed toeven~t this far. InPt'au'sview, theift~ttel
cos became more conetrDed about just meeting the FCC's
dcaclline than about being able to move <:\IStOIDer informa·
tion quiclcly and easily between nct'fI01'k5,.

The jury is still out ~rding the quaJitT of the work
tbatloc:alserviecproviderslm'edone ine1eca'oaicbonding.
"We've Started teSting AmeriteCh's iIlterfaca, b\1t the teSt
ing is notcomplete," saysPf'a\L. The PO: appears to be rdy
ing on a eomp!ainl;S process to determine which t'C1<:os' in
tc:faccsdon'tmeetits~

TM variety of interfac:es scattered across the CD\1Iltty
lQ\leS some aDalysts concerned about se:rvk'e quality for
consumers.Therecouldbedifferentlevelsofservic:earound
thecoun~"sometbiDlwe~'t lealsiDce 1913," says
Joe tcraemer. vice presidct of the COZIUIlQIIicatioDs and
e1ec::rrcmicSpractice at c:cmsul'cIDty"-T. Kamey (Cbic:a:o).
Most meambents $ll'f they wm move to iDctlDa'y~
on<:e they're eompl•. But Piau tbiDks l'eSdDg of inter
f'act9.-8rst the intuim approaches and. the cbe~datd
0JZ-'WiJl cont:inuefor tbenext1:WO~

StaD4ards pose an addbional problem mr
competitot'S: ADyonewhowams &Dauer thelocal
marltetnow must spendmoneySGJ.'PMiDs izmtt
faces chat coulel c:baDge ill ~,...While AT&T

AN 80S FOR OSS:
WEAKoss LINKS ARE BAD
FOR BUSINESS. "YOURBRAND
WILL SUFFERFORYEARS
AFTERWARD_"-Mike Pfaa.AT&.T

Unbundled, or Unmeled?
'FOIt INCt/MUNT TELCOS, unbwtdlini existinJ OS$$

requimagreatdealofwodtanel money. It's• taskthat's fur·
thee coxnpUQted £Or providers in marlceCs that are likely to
attracta pggJe ofnew competitors. ForinstUee. 71 would·
be entrantS bave requested permisSion from the Ca1ifomia
Public Utilities Commission to ofkr local service in chat
state. At press time, PacBeU bad sipeel iacereonnection
apfttnents with 14 ofthOle C01JlPIftia.

Most 055$ now used by incwnbent te1cos were de
sitned as singl~-user syscans. Thac means cbe !)'Scem soft
ware typically accommodates one local carrier in its ftJe
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SU'Ue:tUr'e and bas one central management point that's hi
erarchical, says Pierretce Chabot. an independent tel~m.
munieations conswWlt who does work for New Paradigm
Resomees Group lne. (Chicago). Incumbents face two ex·
pensive choices: Either unbundle a system that wasn't de
sisned for competition, or Start over with new OSSs. Most
telc:os say they can't afford to start over, since they've al
ready izM!sted an extraordinary amount of money in their
current OSSs.

To ptQte<:t their sizable invesanenu in their OSSS. most
telcos haw opted to undertake the tedious task of un
bundling existing systems. Many have built gateWayS,
wbic:harese~ that can field requests from multiple com
petitors, tranSlate them into a format or language the lega
r::y back-office system$ (usually mainframes) will under
stand, and send requests on to the appropriate system.
Sitting in frcnt of i1:S legacysystems, an OSS gateway put in
place by Southern New England Telecommunications
Corp. (SNE1', New Haven, Conn.) connectS to the
public netwolk via. an x.:s data netWork, says Ray
Keating, a program leader for wholesale mecl1a·
nizedsertices deliveryatSNE'I'. "Competitors can

. .submitEDI-basedloca1semce requests across the
X-2s net'lYOl'kto the gateWaY, whithwill determine
where within the legacy system that request must
be transrrIitIed," he says. SNETspent$2milliononits
mechanized services access platform, he says.

That may not sound like a high price to enable elec·
tronic:bondin:. Butadd in the additional staffer.; needed in
service c:enters and the other expenses assoc:iated with in
terCOnnection and resale, and those amounts skyroeket.
Nyn~s expenditures for 1996-induding its~ cus·
tomer access system, staffing up service centers, and all
costS assoc::iatcd vvitl1 in~connection and resale-totaled
mll over S40 million and could even be as high as $60 mil
lion, says Pat Garzlllo, managing director of local carrier
markets at Nynex. That doesn't cake into account what
Nynexwill spend in 1997, he says.

To comply with the FCC's deadline for OSS intelWn
nection, GTE spent abOUt SIO million, including the cost of
hardware. setting up QetWOrks, and ramping up staffin, in
itS customerservicecenter, says Kevin Snyder, process~am
leader for service fu1fil1.m.ent at GTE. "The cost wasn't par
ticUlarly bigh, but it was a major effort," he says. Pac:Bell
spent wdlo~ $70 million in 1996 preparing for competi
tion, says Lydia Mc::Closkey, executive directOr ofloca1com
petition planning for the Bell company. That total includes
'NOr!< for universal service, 30 teams doing development
'NOd~ for interconnection, and the beiinning work for long
term number portability, she says.

Someobservers$a'f that this kind ofspendingwill bare.
lyraise ablip On 8ell companyfinancial radar. -It's more like
II rounding ertQl"," says Walter G. BOlter. director of ~Ie.

comm~eationsat B1:tbesda Research Institute Inc. CSc.
August1De, Fla.). "I WQuldn't say that .)70 million is insignif.
icant," says Robert 8lau, vice p('esident for executive and
n:gul~tory ~'fairs at 8ellSouth Corp. After the Bell System's
d,vest1~ In 1984, the total cost of providing equal aco:ss
to carnet networks reached from $2 billion to $4 billion he
notes. "This will be moreexperui~ than th:lt b.eQuse olthe
gener:al in<:re:ase Inass COSts.- Blau contends. '"There are so
m.m! more unbumJled elemen~ than with eQual aa:ess."

. r~at's not to say that the incumbent'; wQn't ~et some
kind nt return On th'!lf in~estmcnt.lnthe long.,ji:>tao<:e mar.
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ket. resellers are some of the a1aPf lODl-disamce carriers' •
~tCUStOaners, and thesa=e is Ukely=OCCI.U'\Qthe local
services market. But for manypeoplewho workfor the loc:a1
telephone company, the inYeSmlentqhtseem counttri,n
tuiti're-a sure bet onl~r gwketshare.

Out of the Gam
OF "tlla BtU... COMPANIES, Nyne."( is among the fur·

thest along on the leaminJ curve to the braw newwodd of
local competition.1'hestalleofNewyorkintroducedamlpe
tition earlier than other swes. requiring Nynu to berln
provisioning unbundled local loops and numberportabilit)"
in January i99S and to SWt offering resale semc:es by
October 1996. With the basic~ in pLace and a
conceptofwhataecesswouldbe.Nynexcompletedtbegate
way for resale last June and began to test it. Eva11Uing an

outside firm, "ittookasoodsolid~=~tallthepa
rameters inplace." says Gazzillo.

IncumbentS that waited \UU:il the FCC inter
connection ruIiDg in August 1996 'to bqin un
baDdling services to comply with the qenc:y's

.January 1997 deaci1im!~ a ~c:ant chal·
lenge. "Six znonths is maggressi'Ye time frame to
de~lopsysD:mS and c:ap4bi1icies ifyouwantto do

it right," ssys Garzillo. !VeD PacBeIl, whic::h had aI·
RadyOutUned aplmtorUD.bQDd.1ing and iDtwfacesby

lastAugu5t. taJlcs about the scress~ shortcfcadtiae places
onempl~."Our folks baYen't had a holiday for a really
long time,. McCloskey'says..

Some industry experts~ chat repxdless ofthe in·
~rfacesdeployed.the~~ofan incuxnbent's legacy
05Ss won't provide competitors with a fait shake. Por in
seance, fur som.e fandions likePEeO~. some inc:am·
bents plan to haVe CUSQ)merservice reps emuthe iDCorma·
tion manually.A<:coxdiD: tIO theFCC's ru1iDp, thiswoulcbit
be considered.~ if tlUs is how cbe iDcumbeDt
processes pmrdumgrequests for itself. -nus is a bil issue
of discrimination in a dOW!lSized LEC aMtom:.HDt,1P says
<:Xlnsultant Chabot. '"If inc:umbencS don't have the people.
competitors willbe in trOuble."

GTE has already Dqun spending money to staIfup i1:S
National Open Marht Center in Durham. N.C•• to handle
the volume ofcompetitorrequ~Thec:em.vrRW employs
about so~, but GTE expectS to add another 100 pe0
ple tl\i$ ~ar, says Snyder. Chaboc com=c1s that in the long
run it would be infinitelycheaper to set new OSSS than to
continue using legacy~ and modify them, but SM
concedes that the State>~'t likely to teqUire incumbents
to scrap aisting OSS$.

The higherCOStofub\U1dli1lg leptyOSSs undoubted
ly will be pasRd aJong to consumers, Chabot says. Ulti.
mately, b~C', competitors could sidestep ine:wnbent
systems altogether by tumiDg to othu facilities-based PIO
viders, such a$ MFS Communkations Co. me. (Omaha,
N~b.J, Brooks Fiber Properties (St. Louis), and Teleport
Communications Group Inc. CTCG, New York). These oper
ators tYPically have newer OSSs in place. In faCt. TCe; says it
will be il carrier's Qtner and won't compete in the lOC3l ex
<;h<.tnge for usee'S. 5:11$ Chabot. "'The reseUer is TCG's busi
ness. so at least it won't <1~rirnin4lte." •

. .'
R1\elf" I~" l( I Nr. is an CUSQCiczre eclit'l!t'<It l'l:h:.com. Her ftUemc:t <Jcl·
dr<:~.~ i) rl<in/f@cdcduFCum "'Ill
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